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INDEPENDENT AUDITOR'S REPORT

- Administrative Control Board June 25, 2006
North Fork Special Service District
Provo, UT 84604

We have audited the accompanying financial statements of the business-type activities of North Fork Special
Service District - a component unit of Utah County as of and for the year ended December 31, 2006, which
comprise the District’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of North Fork Special Service District management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of North Fork Special Service District as of December 31,
2006 and the respective changes in financial position and cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 25, 2006, on
. our consideration of North Fork Special Service District’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
- Government Auditing Standards and should be read in conjunction with this report in considering the results
- of our audit. -

The management’s discussion and analysis on pages 2 through 5, is not a required part of the basic financial
statements, but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of the
- inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information an;l exzrgss :iy-nion on it.
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Management’s Discussion and Analysis

Our Discussioh and Analysis of North Fork Special Service District’s financial performance
provides an overview of the District’s financial activities for the fiscal year ended December
31, 2006.

Financial Highlights

e The District’s net assets increased $1,427,491 over the prior year as a result of this
year’s operations. This is an increase of 76.4%.

¢ The District’s business-type activity, operating revenues and expenses were
$485,938 and $588,033 respectively.

e The District’s business-type activity total revenues and expenses were $2,025,678
and $598,187 respectively.

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets,
Statement of Revenues, Expenses and Changes in Net Assets and Statement of Cash Flows
provide information about the activity of the District and present a longer-term view of the
District’s finances. Since the District is operated as an enterprise fund, there are no fund
statements presented because all operations are reported using the accrual method of
accountmg

Reporting the District as a Whole

The Statement of Net Assets and Statement of Revenues, Expenses and Changes in Net
Assets report information about the District as a whole and about its activities in a way that
helps determine if the District is better or worse off as a result of the year’s activities. These
statements include all assets and liabilities using the accrual basis of accounting which is
similar to the accounting method used by most private-sector companies. All of the current
year’s revenues and expenses are accounted for regardless of when cash is received or paid.

These two statements report the District’s net assets and the changes in them. Net assets
equal the difference between assets and liabilities. This is one way to measure the District’s
financial position. Increases or decreases in the District’s net assets are one indicator of
whether the financial position of the District is improving or deteriorating. You will need to
consider other non-financial factors, such as the condition of the District’s fire and water
facilities and culinary water distribution system to assess the overall health of the District.

In the Statement of Net Assets and the Statement of Revenues, Expenses and Changes in Net
Assets, the District shows all of its activities in one fund.

e Business-type activities — The District charges fees to customers for culinary water
service, garbage service, sewer service, ambulance service, and fire protection. These
fees cover all or most of the cost of providing the related services to the District.



Reporting the District’s Significant Fund

The District has only one fund, which accounts for the activity of the District. The entity-

wide financial statements provide detailed information about the operations of the District as

a whole. The District’s only fund is operated as an enterprise fund. Enterprise funds are

reported using the accrual accounting method, which records revenues when they are earned
and expenses when they are incurred. There are no governmental type funds operated by the

District.

The District as a Trustee

The District does not hold any funds or property in a trustee capacity.

The District as a Whole

The net assets of the District changed by $1,427,491 from a year ago, increasing from
$1,867,869 to $3,295,360. The following analysis focuses on the net assets and changes in

net assets of the District’s business activity.

Net Assets

Current Assets
Non Current Assets
Capital Assets
Total Assets

Current Liabilifies
Noncurrent Liabilities ‘
.Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted:
Debt Service
Unrestricted
Total Net Assets

Net Assets of the District are $3,295,360. Unrestricted net assets — the part of net assets that

December 31
2006

$ 1,615,602

56,693
2,409,219

4,081,514

360,797
425,357

786,154

1,006,670

45,800

2,242,890
$ 3,295,360

December 31
2005

$ 478,729

58,355
1,897,969

2,435,053 -

326,611
- 240,573

567,184

934,086

45,800
887,983

5 1,867,869

can be used to finance day-to-day operations without constraints established by debt
covenants, enabling legislation, or other legal requirements — are $2,242,890. These net
assets are used to finance the continuing operations of providing our services to citizens

within the District’s boundaries.



Revenues, Expenses, and Changes in Net Assets

Revenues |
Charges for Services
.~ Other Revenues
Total Revenues

Expenses

Operating Expenses
Other Expenses
Total Expenses
Change in Net Assets

Net Assets - Beginning

Total Net Assets - Ending

Budgetary Highlights

December 31, December 31,
2006 2005

$ 485938 $ 477,780
1,539,740 169,282
2,025,678 647,062
588,033 546,546
10,154 15,556
598,187 562,102
1,427,491 84,960
1,867,869 1,782,909
$ 3,295,360 $ 1,867,869

The board has made no revisions to the District’s budget over the course of the year.

Since the District operates as an enterprise fund, it is only required to comply with the budget

on an entity wide basis. Without any budget adjustments, the actual revenues exceeded
budgeted amount by $1,412,928. Actual charges to expenses were $8,687 in excess of the

budgeted amount.

Capital Asset and Debt Administration

At the end of 2006, the District had net capital assets of $2,409,219 in a broad range of

capital assets including land, fire house, fire and office equipment, and water and wastewater
treatment plants and lines.



Capital Assets
Business-type Activities
2006 2005
Land ‘ 95,583 95,583
Water Stock & Water Rights 427,671 427,671
Construction in Progress 762,734 170,338
‘Buildings and Structures 239,915 239915
Water System 1,275,042 1,275,042
Equipment $ 703,771 $ 689,918
Total Capital Assets 3,504,716 2,898,467
Accumulated Depreciation (1,095,497) (1,000,498)
Net Capital Assets $ 2,409,219 $ 1,897,969

Debt
At year-end, the District had $755,255 in bonds, notes and leases outstanding.

Outstanding Debt at Year-end

Business-type Activities
December December
31,2005 Issuances Retirements 31, 2006

Bonds:

1996 Water Revenue Bonds, $165,000 $ - $ 43,000 $122,000

Notes:

2006 Pierce Pumper Tanker Note Payable 272,840 272,840

2005 State of Utah Long Term Note Advance 247,500 - -~ 247,500

Leases: _

1981 GMAC Commercial Mortgage 123,712 - 10,797 112,915
Total Long Term Debt $536,212 $272,840 § 53,797 $755,255

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, customers, and creditors with a
general overview of the District’s finances and to show the District’s accountability for the
money it receives. If you have questions or need additional financial information, contact the
District Office at RR 3 Box B1, Provo, Utah 84604.




NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
- STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 2006

Assets
Current Assets:
. Cash and Cash Equivalents
Accounts Receivable
‘Property Tax Receivable
Trade Accounts Receivable (Net of allowance)
Total Current Assets

Noncurrent Assets:
Cash and Cash Equivalents - Restricted
. Prepaid Lease
Capital Assets: .
Land :
Water Stock and Water Rights
" Construction in Progress
Buildings and Structures
Water System
Equipment
Accumulated Deprecation
Net Capital Assets

Total Assets

Liabilities

Current Liabilities:

. Accounts Payable
Accrued Interest Payable

- Payroll Liabilities
Short Term Notes Payable
Long-Term Debt - Current Portion

Total Current Liabilities

Noncurrent Liabilities:
Bonds and Notes Payable (net of current portion)

Total Liabilities

Net Assets
Invested in Capital Assets (net of related debt)
Restricted for Debt Service
Unrestricted -
Total Net Assets

See accompanying notes to the financial statements
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Business-type
Activities

$ 1,353,799

84,741
177,062

1,615,602

46,605
10,088

95,583
427,671
762,734
239,915

1,275,042
703,771
(1,095,497)

2,465,912

4,081,514

21,197
1,815
7,887

247,500

82,398

360,797

425,357

786,154

1,006,670
45,800
2,242,890

$ 3,295,360




NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2006

Operating Revenues:

‘ ;Chai'ges for Services

Charges for Services Pledged as Security for Revenue Bonds
Total Operating Revnues

Operating Expenses:

Salaries & Benefits
‘Depreciation and Amortization
Repairs
“Supplies and Other

Bad Debt Expense

Rent

Central District Operations

Total Operating Expenses

Operating Income (Loss)

Non-Operating, Revenues (Expenses)
Property Taxes
Interest Income
Fire Grants
Sundance Contribution
Gain on Sale of Water Rights
Interest Expense and Fees :
Total Non-Operating Revenues (Expenses)

Net Income (Loss)
Net Assets - December 31, 2005

Net Assets - December 31, 2006

- See accompanying notes to the financial statements
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Business-type
Activities

$ 351,296

134,642

485,938

205,589
94,999
29,517
89,662
13,360

2,000

152,906

588,033

(102,095)

167,447
13,435
1,190,000
168,858
(10,154)

1,529,586

1,427,491

1,867,869

$ 3,295,360




NORTH FORK SPECIAL SERVICE DISTRICT

(A COMPONENT UNIT OF UTAH COUNTY)

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2006

Cash Flows from Operating Activities:
Cash Receipts from Customers
Cash Payments to Vendors
Cash Payments to Employees for Services and Benefits

© Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-Capital and Related Financing Activities:
Property Taxes Collected

Cash Flows from Capital and Related Financing Activities:
Proceeds from Contributions
Gain on Sale of Water Rights
Principal Paid on Long-Term Debt
Payments for Fixed Assets
Interest and Fees Paid on Long-Term Debt |

Net Cash Provided (Used) by Capital and Related
Financing Activities

Cash Flows from Investing Activities:
Interest Income

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents:
Cash - December 31, 2005

Cash - December 31, 2006

Cash and Cash Equivalents Recorded in Balance Sheet:
Cash and Cash Equivalents - Unrestricted
Cash and Cash Equivalents - Restricted

Total Cash and Cash Equivalents

$ 492,656

(279,266)
(205,051)

$ 8339

158,821
1,190,000
168,858
(53,797)
(333,409)
(16,944)

954,708

13,435

1,135,303

265,101

$ 1,400,404

$ 1,353,799

46,605

$ 1,400,404

See accompanying notes to the financial statements
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NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities:

Operating Income (Loss)
Adjustment to Reconcile Operating Income (Loss) to Net Cash

Provided (used) by Operating Activities: :
- Depreciation $ 94999

. (Increase) Decrease in Accounts Receivable ' 6,718
(Increase) Decrease in Prepaid Lease 2,000
Increase (Decrease) Accounts Payable 6,179

. Increase (Decrease) Payroll Liabilities 538
Total Adjustments

Net Cash 'Provided (Used) by Operating Activities

Supplemental Information

- Acquired $272,840 of capital assets that were financed with capital debt

See accompanying notes to the financial statements
9

$ (102,095)
110,434
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NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

North Fork Special Service District was formed to provide fire protection and culinary water service

to residents within District boundaries. The District is located near Sundance Ski Resort in Provo

~Canyon, Utah. All services provided by the District and all activities and funds that are financially

accountable to the District under GASB Statement 14 are included in these financial statements.
North Fork Special Service District is a component unit of Utah County, Utah. :

North Fork Special Service District maintains its books and financial statements in conformity with
accounting principles generally accepted in the United States of America as applicable to
governmental units.

Government-Wide Financial Statements
The government-wide financial statements consist of the statement of net assets, the statement of

‘revenues, expenses and changes in net assets and the statement of cash flows. The District is

considered a special-purpose government engaged only in business-type activities. It is classified as
a proprietary fund type and operates as an enterprise fund. Enterprise Funds are used to account for
operations that are financed and operated in a manner similar to private business enterprises - where
the intent of the governing body is that costs of providing goods or services to the general public on
a continuing basis be financed or recovered primarily through user charges. The District's Water

System, Fire Protection, Ambulance Service and Sewer Funds are operated as an enterprise fund.

The financial statements of the District consist of only an enterprise fund and neither fiduciary funds
nor component units that are fiduciary in nature are included.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation .
Basis of accounting refers to when revenues and expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting related to the timing of the measurement
made, regardless of the measurement focus applied.

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Therefore, revenues are recognized in the accounting
period in which they are earned and become measurable and expenses are recognized in the period
incurred, if measurable.

Proprietary funds and similar component units apply Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November
30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements, in which
case, GASB prevails.

10




NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 1 - SUMMARY (Continued)

Cash and Cash Equivalents

The District considers investments in highly liquid debt instruments purchased with a maturity of
three months or less to be cash equivalents.

-Capital Assets

Capital assets are defined by the District, as an asset with an estimated useful life in excess of one

'year. Improvements are capitalized. However, the cost of normal maintenance and repairs that do

not add to the value of the assets or materially extend the asset’s life are not. Management has
determined assets with an original cost of more than $1,000 considered to be capital assets. All
capital assets are recorded at cost and are depreciated using the straight-line method over the
following estimated useful lives:

Years
Equipment 5-15
Water System 5-50
Buildings & Structures 7-40

No depreciation is taken on construction in progress until the asset is placed in service.

Revenues and Expenses

The District distinguishes operating revenues and expenses separately from non-operating.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the District’s principal operations. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses.

Property Taxes

Property taxes are assessed as of January 1st and become a lien upon the property as of that date.
Real property taxes are due by November 30th and personal property taxes are due on a staggered
basis.throughout the year. . :

Use of Estimates

The presentation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make certain estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues, and expenses during the
reporting period. Actual results could differ from those estimates. '

11




- NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 1 - SUMMARY (Continued)
Water Stock and Water Rights
The District owns water shares and water rights in connection with the water system. The stock and

rights are carried at historical cost.

Net Assets

‘The District’s net assets are classified as follows:

Invested in capital assets, net of related debt — consists of the District’s total investment in
‘capital assets, net of accumulated depreciation, reduced by the outstanding debt obligations
- related to those assets. _

Restricted for debt service — consists of that portion of net assets that is restricted by debt
covenants for debt service.

Unrestricted — consists of net assets that do not meet the definition of “restricted” or “invested
in capital assets, net of related debt”.

NOTE 2 - DEPOSITS AND INVESTMENTS

Deposits and investments for local government are governed by the Utah Money Management Act
(Utah code annotated, Title 51, Chapter 7, “the Act.) and by rules of the Utah Money Management
Council (“the Council”). Following are discussions of the local government’s exposure to various
risks related to its cash management.

A. Custodial Credit Risk

Deposits. Custodial credit risk for deposits is the risk that in the event of a bank failure, the North
Fork Special Services District’s deposits may not be recovered. The District’s policy for managing
custodial credit risk is to adhere to the Money Management Act. The Act requires all deposits of the
District to be in a qualified depository, defined as any financial institution whose deposits are
insured by an agency of the federal government and which has been certified by the Commissioner
of Financial Institutions as meeting the requirements of the Act and adhering to the rules of the Utah
Money Management Council. As of December 31, 2006, $55,363 of the $155,363 District’s bank
balances were uninsured and uncollateralized.

12




NORTH FORK SPECIAL SERVICE DISTRICT

(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

Investments. Custodial credit risk for investments is the risk that in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments that are in the
possession of an outside party. The District does not have a formal policy for custodial credit risk of
investments. The entire $46,605 of the District’s investments in money markets are uninsured,
unregistered, and held by the counterpart’s trust department but not in the District’s name and are
therefore exposed to custodial credit risk.

B. Credit Risk

Credit risk is the risk that the counterparty to an investment will not fulfill its obligations. The
District’s policy for limiting the credit risk of investments is to comply with the Money Management

‘Act. The act requires investment transactions to be conducted only through qualified depositories,

certified dealers, or directly with issuers of the investment securities. Permitted investments include
deposits of qualified depositories; repurchase agreements; commercial paper that is classified as
“first tier” by two nationally recognized statistical rating organizations one of which must be
Moody’s Investment Services or Standard & Poors; bankers acceptances; obligations of the U.S.
Treasury and U.S. government sponsored enterprises; bonds and notes of political subdivisions of
the State of Utah; fixed rate corporate obligations and variable rate securities rate “A” or higher by
two nationally recognized statistical rating organizations as defined in the Act.

The District is authorized to invest in the Utah Public Treasurer’s Investment Fund (PTIF), an
external pooled investment fund managed by the Utah State Treasurer and subject to the Act and
Council requirements. The PTIF is not registered with the SEC as an investment company, and
deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah. The PTIF
operates and reports to participants on amortized cost bases. The income, gains, and losses net of
administration fees, of the PTIF are allocated based upon the participants’ average daily balances.

The following are the District’s investments at December 31, 2006

Investment Maturities (in Years)

Investments Less Than 1 1-5 6-10 10 Rating
Collateralized Money
Market $ 46,605 $ - $ - $ - Unrated
Utah Public Treasurer’s
Investment Fund 1,226,324 Unrated
Total Investments $ 1,272,929 3 - $ - $ -
13



- NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

. C. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect the
fair value of an investment. The District manages its discourse to declines in fair value by
investment mainly in the PTIF and by adhering to the Money Management Act. The Act requires
that the remaining term to maturity of investments may not exceed the period of availability of the
finds to be invested. Maturities of the District’s investments are noted above. |

D. Cbncentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer. The District’s policy is to adhere to the rule of the Money Management
Council. The District does not have concentrations of credit risk.

Restricted Cash — Consists of monies held for bond reserves, bond sinking funds, and monies held in
trust. Management has determined to first use restricted assets, then unrestricted assets when
applicable expense is incurred. '

NOTE 3 - RECEIVABLES

Receivables on the financial statements are presented net of allowance for doubtful accounts of
$6,785. The allowance was determined on past history of uncollectible accounts. Receivable
balances over 90 days are considered delinquent and the District’s policy is to write off uncollectible
accounts on a case-by-case basis.

Gross Receivables from Customers $183,847
Allowance for Doubtful Accounts (__6.785)
Net Receivables 7 $177,062

NOTE 4 - PREPAID EXPENSES
The District entered into a $22,000, 11-year operating lease for the use of a fire truck bay on March

1, 2001, of which $11,000 was prepaid at its inception. In January 2002, the remaining $11,000 was
prepaid. This will-be amortized over the life of the lease at $2,000 a year.

14




NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 4 - CAPITAL ASSETS

June 30, June 30,
: - 2005 Increase Decrease 2006

Capital Assets Not Being Depreciated:

Construction in Progress $ 170,338 $ 592,396 $ - $ 762,734

Water Stock & Water Rights 427,671 - - $ 427,671

Land Easements 95,583 - - 95,583

Total Capital Assets Not Being :
‘ Depreciated 693,592 592,396 - 1,285,988

Capital Assets Being Depreciated: .

. Equipment . 689,918 13,853 - 703,771
Water System 1,275,042 - - 1,275,042
Buildings and Structures 239,915 - - 239,915

Total Capital Assets Being
Depreciated 2,204,875 13,853 - 2,218,728
Less Accumulated Depreciation:
Equipment 489,431 56,673 - 546,104
‘Water System - _ 412,853 30,907 443,760
Buildings and Structures C 98,214 7,419 - 105,633
Total Accumulated Depreciation 1,000,498 94,999 - 1,095,497
Total Net Capital Assets Being
Depreciated . 1,204,377 (81,146) - 1,123,231
Total Net Capital Assets $ 1,897,969 $ 511,250 $ - $ 2,409,219
15



- NORTH FORK SPECIAL SERVICE DISTRICT
- (A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE S — SHORT-TERM DEBT OBLIGATIONS

The 2005 Long-Term Note Advance from the state of Utah was an advance of a long-term note for
the construction of a Waste Water System. For the District to receive the funding, certain
preliminary steps had to be completed. The State advanced monies to complete these steps. The
funds will be repaid at the closing of the long-term note during 2007. ' '

December December Due in
31, 2005 Issuances  Retirements 31, 2006 one year

NotesI:
2005 State of Utah Short-Term Note

- Advance, No interest, to be repaid

at closing of short-term note 247,500 - 247,500 247,500
Total Short-Term Debt . - $247,500 § - $ - $247,500 $247,500

NOTE 6 - LEASE COMMITMENTS

The District during 2006 executed a new lease in the amount of $272,840 payable in annual
installments for 7 years.

The assets acquired through capital leases are as follows:

Business-type
. : Amount
Asset: L
Pierce Pumper Tanker $272,840
Less: Accumulated Amortization ' -
Total ' $272.840

Amortization of capital assets purchased under capital leases are included in depreciation.
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NORTH FORK SPECIAL SERVICE DISTRICT

(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 6 - LEASE COMMITMENTS (Continued)

The présent value of future minimum capital lease payments under these leases as of December 31
2006 are:

>

. Business-type

Fiscal Year Amount

- 2007 $ 46,820
2008 : 46,820

2009 46,820

2010 '3 ‘ 46,820

2011 46,820

- 2012 , 46,820

- 2013 46,820
Total minimum lease payments $ 327,740
Less amounts representing interest _(54.900)

Present value of minimum lease payments $ 272,840

A December 31, 2006 the capital leases payable balance consisted of the following:

Business-type
Capital Lease Payable $ 272,840

- Current Portion Capital Lease Payable (35.398)

Long Term Capital Lease Payable $ 237442
NOTE 7 - LONG-TERM DEBT

The following is a summary of the changes in long-term debt for the year ended December 31, 2006:

December December Due in
31,2005  Issuances Retirements 31,2006 one year

Bonds:
1996 Water Revenue Bonds,
5.5% to 6.2%, Payments due

Oct. 1, and April 1 through 2009 $165,000 $ $ 43,000 | $122,000 $ 47,000

Notes:
1981 GMAC Commercial
Mortgage, 5.00%, Payments due

January 1 through 2022 ’ 123,712 10,797 112,915 -
Total Long Term Debt ' $288.712 § - $53797  $234915 $47,000
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NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 7 - LONG-TERM DEBT (Continued)

Total Debt Service requirements for bonds and notes of the district are as follows:

Fiscal Years Principal Interest Total
2007 47,000 6,575 53,575
2008 54,421 9,531 63,952
2009 31,969 6,266 38,235
2010 6,274 5,186 11,460
2011-2015 36,524 20,776 57,300
20162020 46,874 10,426 57,300
2021-2022 11,853 641 12,494
Total $234,915 $ 59,401 $294316

NOTE 8 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. It is the policy of the
District to purchase commercial insurance for these risks or maintains risk at the District level.

- Various policies are purchased through an insurance agency to cover liability, theft, damages, and
other losses. A minimal deductible applies to these policies which the District pays in the event of
any loss. The District also has purchased a workers' compensation policy. Insurance settlements
have not exceeded insurance coverage during the last three years.

NOTE 9 - LITIGATION

The District is involved in legal proceedings arising out of normal operations. The outcome of these
proceedings is pending and not known at this time.
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NORTH FORK SPECIAL SERVICE DISTRICT
(A COMPONENT UNIT OF UTAH COUNTY)
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

NOTE 10 - RETIREMENT PLANS

Local Government - Cost Sharing

Plan Description. North Fork Special Service District contributes to the Local Governmental
Contributory Retirement System for employers with Social Security coverage, cost-sharing multiple-
employer defined benefit pension plans administered by the Utah Retirement Systems (Systems).
Utah Retirement Systems provides refunds, retirement benefits, annual cost of living adjustments
and death benefits to plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah Code
Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State
Retirement Board (Board) whose members are appointed by the Governor. The Systems issue a
publicly available financial report that includes financial statements and required supplementary
information for the Local Governmental Contributory Retirement System. A copy of the report may
be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City, UT
84102 or by calling 1-800-365-8772.

Funding Policy. In the Local Governmental Non-contributory Retirement System, North Fork
Special Service District is required to contribute 11.09% of their covered salary from January 1
through June 30, 2006 and 11.59% from July 1 through December 31, 2006. The contribution rates
are the actuarially determined rates and are approved by the Board as authorized by Chapter 49. The
contribution requirements of the Systems are authorized by statute and specified by the Board.

North Fork Special Service District contributions to the Local Governmental Non-contributory
Retirement System for the years ending December 31, 2006, 2005, and 2004 were $5,138, $5,025,
and $4,692 respectively. For the 401(k) plan, the contributions for December 31, 2006, 2005 and
2004 were $46, $150, and $1,000 respectively. The contributions were equal to the required
contributions for each year.

' NOTE 11 - EXPENDITURES IN EXCESS OF APPROPRIATIONS

For the year ended December 31, 2006, the entity had expenditures which exceeded appropriations
by $8,687.

NOTE 12 - COMMITMENTS

North Fork Special Service District authorized a $3,810,000 loan from the state. It is to be drawn
down as they construct the waste water system. As of December 31, 2006 no funds had been drawn.
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INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
- AND OTHER MATTERS BASED ON AN OF FINANCIAL STATEMENTS PERFORMED
' IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Administrative Control Board June 25, 2006
North Fork Special Service District
Sundance, Provo, UT 84604

We have audited the financial statements of the business-type activities of North Fork Special Service District
- a component unit of Utah County, as of and for the year ended December 31, 2006, which collectively
comprise the North Fork Special Service District’s basic financial statements and have issued our report
thereon dated June 25, 2006. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered North Fork Special Service District’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide an opinion on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all
matters in the internal control over financial reporting that might be a material weakness

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that
a misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control. We consider certain deficiencies described in the accompanying
management letter to be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses.
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Compliance

As part of obtaining reasonable assurance about whether the North Fork Special Service District’s financial

statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not the objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

However, we noted certain matters that we reported to management of North Fork Special Service District, in
a separate letter dated June 25, 2006.

This report is intended solely for the information and use of the management, Utah State Auditor and the

cognizant audit agency and is not intended to be and should not be used b anyone,other jhan these,specified
parties. ‘ ? T%/ 4‘/

GILBERT & STEWART
Certified Public Accountants
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INDEPENDENT AUDITOR'S REPORT
ON LEGAL COMPLIANCE WITH
APPLICABLE UTAH STATE LAWS AND REGULATIONS

Administrative Control Board June 25, 2006
North Fork Special Service District
Sundance, Provo, UT 84604

' We have audited the accompanying financial statements of the business-type activities of the North Fork
Special Service District, a component unit of Utah County, for the year ended December 31, 2006, and have
issued our report thereon dated June 25, 2006. Our audit included test work on the District's compliance with
the following general compliance requirements identified in the State of Utah Legal Compliance Audit Guide:

Public Debt Trust in Taxation & Property Tax Limitations
Cash Management Special Districts

Purchasing Requirements Other General Compliance Issues

Budgetary Compliance

- The District did not receive any major State grants during the year ended December 31, 2006.

The management of the North Fork Special Service District is responsible for the District's compliance with
all compliance requirements identified above. Our responsibility is to express an opinion on compliance with
those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of

. America and Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether material
noncompliance with the requirements referred to above occurred. An audit includes examining, on a test
basis, evidence about the District's compliance with those requirements. We believe that our audit provides a
reasonable basis for our opinion. '

The results of our audit procedures disclosed immaterial instances of noncompliance with the requirements
referred to above, which are described in the accompanying management letter. We considered these
instances of noncompliance in forming our opinion on compliance which is expressed in the following
paragraph.

In our opinion, North Fork Special Service District complied, in all material respects; with the general
compliance requirements identified above for the year ended December 31, 2006.

This report is intended solely for the information of management and the Utah State Auditor, and is not
intended to be and should not be used by anyone other than these specifi d parties. /
2

GILBERT & STEWART
Certified Public Accountants
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June 25, 2006

Administrative Control Board
-North Fork Special Service District
Sundance, UT

We have audited the financial statements of North Fork Special Service District, a
component unit of Utah County, as of and for the year ended December 31, 2006 and
have issued our report thereon dated June 25, 2006. Professional standards require that
we provide you with the following information related to our audit.

Our Responsibility under U.S Generally Accepted Auditing Standards and Government
Audi ting Standards

As stated in our engagement letter, our responsibility, as described by professional
standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement and are fairly
presented in accordance with U.S. generally accepted accounting principles. Because an
audit is designed to provide reasonable, but not absolute assurance and because we did
not perform a detailed examination of all transactions, there is a risk that material
misstatements may exist and not be detected by us.

As part of our audit, we considered the internal control of North Fork Special Service
District. Such considerations were solely for the purpose of determining our audit
procedures and not to provide any assurance concerning such internal control structure.

As part of obtaining reasonable assurance about whether the financial statements are free
of material misstatement, we performed tests of North Fork Special Service District’s
compliance with certain provisions of laws, regulations, contracts, and grants. However,
the objective of our tests was not to provide an opinion on compliance with such
provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we will advise
management about the appropriateness of accounting policies and their application. The
significant accounting policies used by North Fork Special Service District are described
in Note 1 to the financial statements. No new accounting policies or procedures were
adopted and the application of existing policies was not changed during the year. We
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noted no transactions entered into by North Fork Special Service District during the year
that were both significant and unusual, and of which, under professional standards, we

are required to inform you, or transactions for which there is a lack of authoritative
guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those
expected.

Significant Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in our judgment, may not have been
detected except through our auditing procedures. An audit adjustment may or may not
indicate matters that could have a significant effect on the North Fork Special Service
District’s financial reporting process. In our judgment, none of the adjustments we
proposed whether recorded or unrecorded by the District, either individually or in the
aggregate, indicate matters that could have a significant effect on the Town's financial
- reporting process. ‘

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to our satisfaction, concerming a
financial accounting, reporting, or auditing. matter that could be significant to the
financial statements or the auditor's report. We are pleased to report that no such
disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a "second opinion" on certain situations. If a
consultation involves application of an accounting principal to the government unit’s
financial statements or a determination of the type of auditor's opinion that may be
expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To
our knowledge, there were no such consultations with other accountants.

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the
District’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.




Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Communication of Significant Deficiencies and Material Weaknesses.

In planning and performing our audit of the financial statements of the business-type
activities and the aggregate remaining fund information of North Fork Special Service
District as of and for the year ended December 31, 2006, in accordance with auditing
standards generally accepted in the United States of America, we considered North Fork
Special Service District’s internal control over financial reporting (internal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the governmental unit’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the governmental unit’s internal control.

 Our consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in internal control that we consider to be
significant deficiencies.

- A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or a combination of control deficiencies, that adversely affects the entity’s
ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements is more than
inconsequential will not be prevented or detected by the entity’s internal control. We
consider the folowing deficiencies to be significant deficiencies in internal control.

1. During our audit, we found that the proper segregation of duties does not exist to
provide for a proper internal control structure. Inherent staff limitations placed on
small districts make it difficult to provide for these separations in a cost effective
manner. We recommend that, when feasible, the District provide for proper
segregation of duties. However, because in so many instances it is not feasible to
provide for these separations, the board of trustees should continue to constantly
be aware of the need for administrative review of transactions and activities of the
District.




Other Matters for Consideration
Utah State Compliance Findings — Current Year

. 06-1 General Compliance - Budgetary Compliance

Finding: Utah State law prohibits governmental entities from incurring
expenditures in excess of appropriations. During the year we noted
expenditures exceeded appropriations by $8,687.

Recommendation: We recommend that the District monitor budgets and
make necessary adjustments to be in compliance with State law.

District’s Response: We concur with the auditors recommendation and
will make the necessary adjustments.

Utah State Compliance Findings — Prior Year

05-1 General Compliance - Budgetary Compliance

Finding: Utah State law prohibits governmental entities from ihcurring
expenditures in excess of appropriations. During the year we noted
expenditures exceeded appropriations by $11,502

Current Status: See general compliance 06-1

Other Recommendations

1. Ambulance Fees

Recommendation: .
We recommend that the District obtain more timely and sufficient reporting of the
ambulance fees, to ensure proper billing and collections.

Managements Response:
We concur with the Auditors recommendations.

This information is intended solely for the use of The North Fork Special Service District
and the management of the North Fork Special Service District, and is not intended and
should not be used by anyone other than these specified parties.

Very truly yoursz
bt S e &

GILBERT & STEWART
Certified Public Accountants




